The purpose of this study is to examine and better understand the effects of foreign direct investments on employment in
Introduction
The problem of unemployment is currently seen as one of the most important problems. It is the problem that both the Montenegrin economy and the global economy as a whole, have been facing over the last few years. The present analysis starts with the explanation of the characteristics of Montenegrin labour market.
In this paper, the total employment in the period from 2005 to 2017 in the Montenegrin economy, had been observed. Over the period from 2000 to 2005, the employment growth was negligible, for which reason it has not been taken into consideration. In 2006, the employment rate increased by 4.47% compared with 2005 (in 2005 the average was 144,358). The increase in the number of employees can be attributed to the tax cuts, which resulted in a reduction of the grey economy, thereby leading to an increase in the employment rate (Macroeconomic model of Montenegro, 2009 ). In the period from 2007 to 2008, prior to the impact of the global economic and financial crisis on the Montenegrin economy, positive trends, reflecting in the increase in the number of employees, were recorded. Thus, in 2007, there was an increase of approximately 3.7%, in 2008 6.3%, while in 2009 it reached approximately 4.8%, compared to the previous year. In the previous period, as a result of both the economic growth and considerable cash flow generated by foreign direct investments, a significant increase in the employment rate was noted. Results from 2010 indicate a significant decline in the number of employees amounting to approximately 7.1%. The aforementioned results indicate that the global crisis affected the labour market in Montenegro and deepened the already existing problems such as significant structural unemployment, regional disparities, the unfavourable age structure of employees, a high employment rate of foreign employees during the tourist season, etc. (The National Strategy, 2011a). During the above mentioned period, the Montenegrin labour market showed a certain change in terms of employment in some of the sectors, with a tendency of increase in the number of tertiary sector employees, a decrease in the secondary sector, while within the primary sector there were no significant changes. Thus, for example, ''in 2010, 20% of the total employees in Montenegro were employed in industry, 6.2% in agriculture, while 73.9% in the service sectors, including the public sector'' (The National Strategy, 2011b, p.18) . The Montenegrin labour market shows regional and gender disproportions in the number of employees. During 2011, the labour market was showing a slight recovery, when the growth rate was higher by 0.8% compared to the previous year. According to the data of Labour Force Survey (2011), in 2011, the number of employees (in thousands) in the south region was 52.3, in the central region 106.1, while in the northern region it was 37.6. Of the total number of employees in the same year, 55.9% were male and 44.1% female (Labour Force Survey, 2011) . In the period after 2011, there was an increase of 11.83% in comparison with 2017. The increase in the number of employees in that period was observed again in the sector of services in comparison with the industrial sector, which is also characteristic of other countries in transition (The National Strategy, 2015, p. 29) . The National Strategy (2015) recognizes the increase in the employment rate as one of the key priorities in the following period. The factors affecting the employment rate in the Montenegrin labour market have been presented in the research conducted by Katnic (2017) . The research deals with a series of quarterly basis data over the period from 2009 to 2016. Using regression analysis, the research has shown that the employment rate in Montenegro depends on the salary tax burden, minimum salary, investment activities and tourism, as follows: an increase in the minimum salary and the salary tax burden by 1% will decrease the employment rate by 0.8 percentage points and 1.9% respectively, while the increase in investment activities and tourism (the growth rate of nights spent by international tourists) by 1% will increase the employment rate by 0.04% and 0.15 percentage points respectively (Katnic, 2017) .
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THE NUMBER OF EMPLOYEES IN MONTENEGRO IN THE
To achieve a sustainable development that would rely upon the employment, i.e. a larger number of workplaces and a better quality of life, which is the purpose of Europe 2020 strategy (Jurčić, 2015) , Montenegro has to create a critical mass of investments, both domestic and foreign. The subject paper deals with the extent of the impact of foreign direct investments on employment.
Firstly, a review of the empirical literature is given, followed by the simple linear regression model presentation that illustrates the impact of foreign direct investments on employment in Montenegro.
Literature review
Definition of foreign direct investment
To understand the impact of foreign direct investments on employment it is very important to know what foreign direct investment means. There are a lot of definitions of foreign direct investment. The International Monetary Fund defines foreign direct investment as "the category of international investment that reflects the objective of a resident entity in one economy obtaining a lasting interest in an enterprise resident in another economy" ([IMF], 1993, p. 86) . " Farrell (2008) defined foreign direct investment as a package of capital, technology, management, and entrepreneurship, which allows a firm to operate and provide goods and services in a foreign market (see Almfraji & Almsafir, 2014, p. 207) ". Organization for Economic Co-operation and Development describes foreign direct investor as "an entity (an institutional unit) resident in one economy that has acquired, directly or indirectly, at least 10% of the voting power of a corporation (enterprise), or equivalent for an unincorporated enterprise, resident in another economy" ([OECD], 2008, p. 49) . Foreign direct investors have an important role in making the decisions related to management of the enterprises resident in other countries (UNCTAD, 2012) . In the professional literature, foreign direct investments are divided into greenfield investment, cross-border acquisitions & mergers, brownfield investment and joint venture. The great interest in foreign direct investments is a result of the importance they have in the development of national economy. Unlike other forms of capital inflows, the advantage of foreign direct investments reflects primarily in the additional resources they bring, such as technology, management and organizational skills, access to foreign markets, new job opportunities, and so on.
From the theoretical viewpoint, the impact of foreign direct investment depends on whether there are complementary or substitution effects between the foreign direct investment and exports, or foreign direct investment and imports. For example, if there is a complementary effect between foreign direct investment and exports, an increase in foreign direct investment will lead to increasing exports, which will consequently increase employment. In the case of substitution, however, the situation will be reversed (Bilas, Franc, 2006; Babic, Pufnik & Stucka, 2001 ).
A review of the empirical literature
Various analyses of the impact of foreign direct investment on employment resulted in a number of different types of viewpoints in professional literature. In this section, we have presented some of the most important empirical studies that have contributed to the understanding of the impact of foreign direct investment on employment.
Zubin (2011) used VaR methodology to explain the impact of foreign direct investment on GDP, employment, and exports in Hungary over the period from 1993 to 2008. The results showed that the foreign direct investment caused a decline in employment. Also, foreign direct investments showed a short-term negative impact on GDP with a tendency to neutralize the impact after the 6-month period. Similar results were obtained in a research based on the period from 1996 to 2007, which observed FDI impacts in Croatia. VaR and VEC models, in the above-mentioned research, showed that FDI has no impact on GDP and exports, while they have a negative impact on employment (Kersan-Škabić, Zubin, 2009 ).
The negative impact of FDI on employment in general and employment of women has been proved in a study Umit&Alkan (2016), using dynamic ordinary least squares (DOLS), on the example of Turkey by analyzing time series quarterly data over the period from 2000 to 2013.
The conclusion of the research conducted on the sample of 17 transition countries over the period from 2000 to 2014, using a panel cointegration analysis, shows that a long-term impact of FDI inflows per capita on employment, in the mentioned countries, is either negligible or does not exist at all (Zdravkovic, Đukić & Bradić-Martinović, 2017) . The results of the analysis carried out by Ester and Uvalić (2016) show that FDI inflows had no impact on manufacturing value-added, manufacturing employment and manufacturing exports of the Western Balkan countries over the period from 2002 to 2012. The authors have explained that positive effects were absent because of the low absorptive capacity of the Western Balkan economies in comparison to the Central East European countries. Jude and Silaghi (2016) investigated the impact of foreign direct investment on aggregate employment in Central and Eastern Europe, using panel data techniques applied on a sample of 20 CEEC over the period from 1995 to 2012. Their results explain that the impact of FDI on employment was negative, which, however, could be partially compensated by higher levels of human capital. According to their research, FDI findings lead to a phenomenon of creative destruction.
The study, conducted by Petanlar, Rasekhi and Ebrahimzadeh (2016) , examined the impact of FDI on tourism employment in 48 countries over the period from 2009 to 2013, using panel data test. It was found that there was a negative impact on tourism employment in the selected countries. The study led to the conclusion that "FDI attracts tourism sector workforce and reduces employment through creating professions in other economic sectors" (Petanlar, Rasekhi & Ebrahimzadeh, 2016, p. 459) . The examination of FDI and domestic investment impact on unemployment, conducted on the sample of 21 emerging economies over the period from 1994 to 2004, using panel data analysis, has shown a positive impact of FDI on unemployment in the long run, while domestic investments have shown a negative impact (Bayar, Sasmaz, 2017) . Brincikova and Darmo (2014) used panel data analysis applying a modified Okun´s law to examine the FDI impact on employment over the period from 1993 to 2012 in V4 countries (Hungary, the Czech Republic, Hungary, Poland and Slovakia). Their results show no statistically significant FDI impact on employment, but the authors point out that most of the FDI were realized through the privatization process. Ownership transformation of enterprises resulted in the dismissal of workers. Usually, the beginning of the privatization process is accompanied by the decrease in both production and employment, but after that, it is followed by a recovery phase. Vila (2010, pp. 1-81), using VaR methodology, explains that foreign direct investment had a positive impact on employment growth in Moldova, but that the relationship is transitory, and that this result is robust to model specifications. The results of a study that analyzed the impact of foreign direct investments on the investment activities over the period from 1993 to 2003, using panel regression analysis, in seven selected transition countries at that time (the Czech Republic, Croatia, Hungary, Poland, Romania, Slovakia and Slovenia), show a positive impact of foreign direct investments with lower level of significance (Lovrinčević, Buturac, Marić, 2004) .
Additionally, Nikoloski (2017) , using a single equation error correction model, proves that FDI and personnel costs show statistical significance and positive impact on employment in the Macedonian manufacturing sector. The results obtained by some researchers show that a certain level of foreign direct investment is not crucial for employment increase, but that it is of the same structure. "Only greenfield (both vertical and horizontal) investments turn out to create new employment in the short run, while other FDI modes operate as a buffer to reductions in overall employment, but show significant cross-country differences" (Begović, Mijatović, Paunović & Popović, 2008 a, pp. 1-111) . The importance of greenfield FDI has been confirmed by the research using panel data for 78 developing and emerging countries over the period from 1987 to 2005. The obtained results show stronger effects of greenfield FDI on the growth than M&As (mergers and acquisitions), while M&As have no impact (Harms & Meon, 2012) .
There are differences in FDI impact on employment depending on the region. For example, the impact of foreign direct investment on total employment and productivity in developing countries is mostly positive, but in advanced countries foreign direct investment effects are combined (Hale & Mingzhi, 2016) . Also, there is a disparity in the effects in terms of economic sectors. For example, the research Wei (2013) conducted regarding China's national economy over the period from 1985 to 2011, using time series regression models, shows that there is a positive significant relationship between foreign direct investment and employment in the primary sector. In the secondary sector, there is no significant relationship. In the tertiary sector, the results show a significant negative relationship between the mentioned variables (Wei, 2013) .
Analysis of the impact of FDI on employment in Montenegro
Data and methodology
The purpose of this research is to examine the impact of FDI on employment in Montenegro. The FDI impact was analyzed using the simple linear regression model with quarterly data over the period from 2005 to 2017, obtained from Central Bank of Montenegro, MONSTAT and Employment Office of Montenegro. Each series contains 52 observations. The inflows of foreign direct investments and employment before 2005 is negligible, and therefore not included in the analysis.
The research starts with a hypothesis that the employment growth depends on the inflow of foreign direct investments, particularly the greenfield investments.
The procedure of determining and quantifying the impact of FDI on employment is based on the following: stationarity of time series data using augmented 
Interpretation of the results
At the beginning of the analysis, data of foreign direct investment and employment are seasonally adjusted. Logged data are shown in Graph 3. Using Augmented Dickey-Fuller test, the stationarity of time series has been tested. Stationarity is one of the basic presumptions for successful empirical research. Dickey-Fuller test (ADF), i.e. unit root test, is based on model δyt = δyt-1 + ut. Series will be non-stationary if the coefficient δ has value 1, but if the value of the coefficient δ in absolute value is less than 1, the series will be stationary (Dickey & Fuller, 1979) . The results of ADF test (Table 1) concerning the series of foreign direct investments (L_FDISA) show that |t| statistics is bigger than critical values, which clearly confirms that it is a stationary series, i.e. the null hypothesis that a unit root is present can be rejected. However, the problem of non-stationarity is obvious when the employment series (L_EMPSA) is concerned because the results of ADF test in levels show that a unit root is present. If attention is paid to the graph presentation of the employment time series, the presence of permanent structural break that changes a segment of the observed series can be presumed (Graph 4).
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EMPLOYMENT SERIES Source: Eviews calculation based on data of Central Bank of Montenegro
Regarding the fact that ADF test is sensitive to the presence of structural break and apt to accept the hypothesis about the presence of a unit root (Mladenovic & Nojkovic, 2012; Park & Sung, 1994) , in further analysis of the stationarity of time series regarding employment, it will be necessary to apply Perron test (Perron, 1989a; Byrne & Perman, 2006 immediately upon the structural break the level of continuous inflow changes. An alternative hypothesis says that time series is trend stationary provided that a trend segment changes one step after the structural break (Perron, 1989b; Glynn, Perera, Verma, 2007) .
The employment time series (L_EMPSA) will be evaluated according to the function of a constant, dummy variable, deterministic trend and the employment time series from the previous period. Dummy variable is included in the model to present variations by non-measurable factors (dummy variable taking value 0 until structural break i.e. until 2010q1; dummy variable taking value 1 from structural break i.e. from 2010q2). The results of the employment time series, modelled as above, have been displayed in Table 2 . The result of Perron test (PT= 0.0663068-1/0.081485= -4.13) is under the critical value (-3.72) , which points to refusing the null hypothesis about the unit root presence. Using the Perron test, we have shown that the employment time series is trend stationary, but that it has a break which has changed 2010 segment.
Further, given that the problem of stationarity has been solved, we will perform the regression analysis using the simple linear regression model. The least squares method is the most widely used method for estimating values of the dependent variable (Y) for certain values of the independent variable (X). "In the least squares method, the unknown parameters are estimated by minimizing the sum of the squared deviations between the data and the model" (NIST, 2012) . The coefficient of determination (R²) is 94%, which shows that about 94% of variations of dependent variable or employment have been explained by the model. If the coefficient of determination is higher, the preconditions are greater for prediction. The coefficient of current foreign direct investments is not statistically significant because of the t-statistic value (0.970794), which is under the theoretical value. In other words, the results of regression analysis indicate by employment can be expected to increase by an average of 0.0058% if foreign direct investments increase by 1%. This result shows that the contribution of foreign direct invest-ment on employment is very small, without statistical significance. The presence of deterministic trend, which is positive and statistically significant (4.140038), has also been observed. The coefficient of dummy variable has a negative sign. A negative coefficient suggests that if dummy variable increase, employment tends to decrease. In this case, dummy variable has statistical significance (-3.701370).
Conclusion
In this paper we have empirically examined the effects of foreign direct investments on employment in Montenegro over the period from 2005 to 2017, using the simple linear regression model. Statistical significance of variables has been checked by stationarity testing using Dickey-Fuller (ADF) and Perron test. The results of regression analysis, using the least square method, suggest that employment can be expected to increase in Montenegro by an average of 0.0058% if foreign direct investments increase by 1%, but the effect of foreign direct investment on employment does not have statistical significance. Time series, which have been considered, are characterized by a deterministic trend, which shows statistical significance as well as the coefficient of dummy variable.
The research results are not surprising if we consider the fact that the structure of foreign direct investments in Montenegro is mostly the reflection of privatization and investment in real estate, and only to a small extent, of greenfield investments. Empirical literature shows that the effectiveness of foreign investment depends on its structure (see Begovic et al., 2008; Harms&Meon, 2012; Jovancevic, 2007) . The experience of many transition countries showed that FDI inflow during the privatization process was usually followed by employment changes because the restructuring of enterprises lead to dismissal of employees (Hunya & Geishecker, 2005) . It confirms the research conducted on the specimen of 67 business-active enterprises that were privatized in Montenegro. The results of the research show that privatization of domestic enterprises resulted in the decrease of the number of employees by an average of 37.54% in relation to the number of employees before privatization (Radović, Đurašković, Žugić, 2011) .
Over the next period, it will be very useful to work on increasing the share of the greenfield investment within the total structure of foreign direct investment in Montenegro, because the experience of many countries that have completed the transition process shows that the greenfield investments play an important role in generating new jobs (for example, in 2016 greenfield investment created approximately 230,000 new jobs in EU), training and quality of employees, increasing productivity, increasing salaries -in relation to local companies, technology spill-overs etc. (see Greenfield Investment Monitor, 2017) . Also, it is very important to point out that the experience of some countries shows that the share of greenfield investments began to grow significantly after the completion of the privatization process and during their progress towards joining the EU, which Montenegro is yet to achieve in the future.
Finally, we consider that the results obtained in this paper are not negligible and that they can be useful in further research of FDI impact on employment in the future period.
